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SUBJECT: LIBYA REDUCES CRUDE OIL POSTED PRICE 
REF: (A) TRIPOLI 0121, (B) TRIPOLI 0612 

1 . LOCAL OIL COMPANY EXECUTIVE ADVISES THAT LIBYANS HAVE 
REDUCED POSTED PRICE FOR EQUITY OIL EFFECTIVE MAY 1 FROM 
$18.34 TO $18.17 PER BARREL OF 40 DEGREE API GRAVITY. 

2. AS NOTED REFTEL B, LIBYAN POSTED PRICES WERE NOT REDUCED 
WHEN OFFICIAL SELLING PRICES (OSP) WERE REDUCED BY FROM 10 
CENTS TO 15 CENTS PER BARREL EFFECTIVE APRIL 1. COMPANIES 

HAVE SUBSEQUENTLY PRESSURED GOVERNMENT TO REDUCE POSTED PRICES 
AS WELL. AS EXPLAINED BY ONE EXECUTIVE, REDUCTION IN OSP 
WITHOUT PROPORTIONATE REDUCTION IN POSTED PRICE WAS COSTING 
COMPANIES MONEY ON THEIR EQUITY CRUDE SALES SINCE THEIR 
TRANSFER PRICE IS THE OSP AND LOWER OSP WAS NOT ACCOMPANIED 
BY LOWER TAX AND ROYALTY OBLIGATION TO GOVERNMENT. (WE ARE AWARE 
OF INTRICACIES OF PETROLEUM PRICING AND CANNOT VERIFY ASSER- 
TION THAT TRANSFER PRICE EQUALS OSP AND THAT CRUDE-OIL RECEIVING 
AFFILIATES PASS ON TRANSFER PRICE REDUCTIONS TO THEIR 
CUSTOMERS.) PRESENT REDUCTION IN POSTED PRICE REDUCES 
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PAYMENTS TO GOVERNMENT BY AVERAGE OF ABOUT 1 1 CENTS PER 
BARREL, ELIMINATES LOSS TO COMPANIES MENTIONED ABOVE, 

AND MEANS THAT GOVERNMENT WILL HENCEFORTH BEAR FULL COST 
OF APRIL 1 REDUCTIONS. ACCORDING TO INDUSTRY SOURCE, 

POSTED PRICE REDUCTION WILL HAVE POSITIVE U.S. BALANCE- 
OF-PAYMENTS IMPACT OF SOME $20 MILLION FOR REMAINDER OF 
1978, BECAUSE OF LOWER TAX AND ROYALTY PAYMENTS TO 
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LIBYAN GOVERNMENT. 
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